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1967 
; > SLC BaaGae Sean es ea ee Pe RU NSS ey ey $6,369,773 
ON cI cconies 4 Ae lan Le oe ke ee 383,633 
Recudollar OF Sales ric vha... gia Soups a Se et oe ae ee .06 
——_> Persharetgi, oo ete Oh ee ee .96 
Dividends: pet share-..° Sse. ahs aoe td bee 80 
Salaries, wages and employee benefits .......... 1,936,767 
WOT KIO Capita) F Rueda tno) ek: iq cs a ee ty oes 1,398,317 
Sharenolders:equityas 2. Os ae es eon oe cw Fe os 4,873,499 
Per Shat@uner i: <i eabee ce oe pe ees ey ea, Gs 12.18 
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FORTY.THIRD 


ANNUAL REPORT 
OF THE BOARD OF DIRECTORS 


FOR THE YEAR ENDED DECEMBER 31, 1968 
TO THE SHAREHOLDERS 


Your Directors are pleased to submit the forty-third annual report and financial 
statements for the year ended December 31, 1968. 


BUSINESS CONDITIONS 


Sales in 1968 were 8.7% lower than in 1967, although the physical volume was down 
by only 4.9%. This reflects lower per-unit prices. 


During the year employment was reduced, chiefly because of imports from low-wage 
countries not only in fabrics but in finished products utilizing such fabrics. It is of utmost importance to 
the Canadian textile industry that the Federal Government adopt a policy to limit the disastrous effects 
on Canadian production and employment of increasing low-wage imports. A policy has been promised 
to the industry, but it is as yet unstated. 


A drop in domestic sales of 13% was partially compensated for by an increase in export 
sales but at marginal prices which affected the total return unfavourably. 


The domestic market has shown some strengthening in the first quarter of 1969 and 
production and sales are both improved. While selling prices remain depressed by the effect of offerings 
from low-wage countries, some selective increases have been made to date in 1969. It is hoped that these 
price advances can be applied more generally to overcome the continuing increase in wage, salary and 
other costs and so return our operations to a profitable level. 


FINANCIAL 


After providing for all expenses, the loss from operations amounted to $149,213 
Income from investments and profit on sale of investments more than offset this loss, and the income before 
income taxes recoverable amounted to $15,255. After recovery of income taxes, the net income for the 
year was $201,255, compared with $383,633 in 1967. 


It will be noted from the financial statements that the working capital was reduced 
during the year, principally by the acquisition of fixed assets to conclude the major capital expenditures 
at Yarmouth Industrial Fabrics. 


Dividend payments of 60c per share were made during the year but payment of the 
usual dividend at November 15th was omitted. The dividend for the first quarter of 1969 was also omitted. 


SUBSIDIARY COMPANIES 


Yarmouth Industrial Fabrics Limited continues to operate under tax exemption pro- 
visions of The Income Act and will do so until March 31st, 1970. 


INVESTMENT IN OTHER COMPANIES 


No change was made in the investment in and advances to North America Business 
Equipment Limited. The arrangement with The Hamilton Cotton Company, Limited (as noted hereunder) 
provides that Cosmos may deliver this investment and advances in satisfaction of a note for $1,500,000 
owed to The Hamilton Cotton Company, Limited which is due on or before June 30, 1969. It is the 
intention to complete this transaction in this manner. This will provide a gain of $137,529 over cost. 


Further sales were made during 1968 of shares of Technical Animations, Inc., which 
resulted in a profit of $73,164. Of the remaining 40,500 shares carried at nominal value, 25,000 shares 
have been registered for trading, and it is intended to dispose of these shares as the opportunity occurs. 
This could result in a non-taxable profit, when realized. 


PLANT 


Capital expenditures were $651,557 in 1968, as compared with $1,418,937 in 1967. 
Other than replacements in the usual course, no significant capital expenditures are foreseen in 1969. 


SUBSEQUENT EVENTS 


The textile assets of The Hamilton Cotton Company, Limited (excluding its Narrow 
Fabric Division whose products differ from those of Cosmos Imperial Mills, Limited) were acquired on 
March 22, 1969 under an arrangement, the details of which are set out in Note 11 to the financial statements 


By this acquisition, the Cosmos Imperial Mills, Limited will have annual sales of 
$20,000,000 or more, and a substantially improved working capital position resulting from the sale to 
The Hamilton Cotton Company, Limited of investments and treasury shares. While the consolidation 
of the expanded operation will take some months, worthwhile cost reductions and other benefits will 
result, which will lead to improved profit. 


Shareholders will be asked in the near future to approve a by-law to change the name 
of the Company in keeping with its new scope. Other aspects of the expanded company such as location 
of mills, sales offices, and new officers have been incorporated elsewhere in this report. 


DIRECTORS 


Mr. Alan V. Young has resigned as Chairman of the Board but will stand for re-election 
as a Director. Mr. C. Sydney Frost, M.c., D.c.L., has expressed a wish to retire as a Director. Mr. Frost 
has served as a Board Member for many years, and has made significant contributions to the success of 
the companies. The Directors express their sincere appreciation of his many years of service and his 
loyal attention towards furthering the interests of the shareholders. 


Mr. William J. Cheesman will be proposed at the annual meeting of shareholders to 
fill the vacancy. 


The Directors express their appreciation to the employees who co-operated so well 
in a difficult year. 


On behalf of the Board, 


E. DOUGLAS JAMES, 
President. 


AUDITORS’ REPORT 


To THE SHAREHOLDERS OF COSMOS IMPERIAL MILLS, LIMITED: 


We have examined the consolidated balance sheet of Cosmos 
Imperial Mills, Limited and its wholly-owned subsidiaries as at December 31, 1968 and the 
consolidated statements of income and retained earnings and source and application of 
funds for the year then ended. Our examination included a general review of the accounting 
procedures and such tests of the accounting records and other supporting evidence as we 
considered necessary in the circumstances. 


In our opinion these consolidated financial statements present 
fairly the financial position of the companies as at December 31, 1968, the results of their 
operations and the source and application of their funds for the year then ended, in accord- 
ance with generally accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


CLARKSON, GORDON & CO., 


Chartered Accountants. 
Hamilton, Canada, 


March 25, 1969. 


COSMOS IMPERIAL MILLS, LIMITED 


(INCORPORATED UNDER THE LAWS OF CANADA) 
AND ITS WHOLLY-OWNED SUBSIDIARIES 


CONSOLIDATED BALANCE ees 
DECEMBER 31,1968 


(with comparative figures at December 31, 1967) 


ASSETS 
CURRENT 1967 

Investment in marketable securities — at cost (approximating market value) . . $ 100,000 
Accounts receivablesenk os Wc eke ae sie ages Cee ie ee oe 935,100 
Inventories (note: Nm ee ee ee, en cee 1,588,346 
Inicome. taxes recoverable (Qote 10) a= cs s ec reee ae Be 75,700 
Prepaid expenses. ...... phe Ske Ty ee ea ee one hee 74,092 
Total current: assets: (ston os cust oo, ac ee ee ee 2 113238 
INVESTMENT IN AND ADVANCES TO OTHER COMPANIES (note 2)... ...... 1,362,471 

FIXED (note 3) 
Land, buildings and equipment valued substantially atcost . ....... 10,025,177 
Less aceummlated depreciation 1.2.14. sa vie ee ee teen eee 3,711,802 
6,313,375 
SPECIAL: REFUNDABLE LAX de o> cc eet ee We reac teas ee eats tie aes — 30,000 


$10,479,084 


LIABILITIES 


CURRENT 1967 
Pere mindehicdiiessmunis bo is Ss: a) a «ol wt lan, ee Hockey as $13 $ 955,668 
Precoulks payable and accrued charges 2 2-4) 6 wee ee ee 2205233 
anecome and other taxes payable 2... - =. . 2s ee Pe Wie) es, reo 20,131 
Gurrent instalments onsbonds (note 5). 2 2 6 1 wee ee ee 178,889 
SODA INCUITCLICWMOOMMECS erates, a i jam ad sat) myer apa 80 a apy oh 1,374,921 
LonG TERM 
Panos Ole 4) cata Se st Die vee hae NS) eee SR Sate ee 550,000 
7% first mortgage sinking fund bonds of a subsidiary company (note 5). oi | 
2,881,111 
DEFERRED PROFIT on sale of equipment (note 6). .......-......- 676,553 
DEFERRED INCOME: TAXES (notes 7 and 10) . .°.5. 2s 4 2 6 eke es eee 673,000 
SHAREHOLDERS’ EQUITY _ 
Capital stock (note 8) — 
Authorized — 500,000 common shares without par value 
Issueds = 400:000 common shares; 2.2 sc. we Gem a Oh eee ae 1,684,883 
Retained earnings (statement 2). . . . . de eae ke ee eo 3,188,616 
| ~ 4,873,499 
$10,479,084 


On behalf of the Board: 
WILLIAM H. YOUNG, Director 


E. DouGLas JAMES, Director 


COSMOS IMPERIAL MILLS, LIMITED 


NOTES TO CONSOLIDATED FINANCIAL-STATEMENTS 
DECEMBER 31,1968 


(1) INVENTORIES — 


The inventories are valued at the lower of cost and net realizable value and consist of the following: 


1967 
Raw maternal co. pace als es ek Doe er $ 397,822 
WOLK til process i462 oo ye ee ee a ee 378,678 
Finished gOGdsioe phere ts 02) 8S 129 ee ee ae 754,756 
PActory SUpPHGS ss Cay 8 hos. se Se ae Ay Ane ee 57,090 
$ 1,588,346 
SS 
(2) INVESTMENT IN AND ADVANCES TO OTHER COMPANIES — 
Investment and advances consist of: 
1967 
North America Business Equipment Limited — 
90,000 common shates!=—Gusts, 68.4.0 ves ed ea eee $ 312,470 
10,000 preference shares = Gost. 0 es ee ie es 500,000 
AGVanCOe se Fee | kit cal pat, Santee ee eee end ts hie ain Sree ab eon $50,000 
1,362,470 
Technical Animations, Inc. — 
Class Acshares-— at nomitial Valles 37.) 5)k Gs, ne wk eae 1 
$ 1,362,471 
$$} 


During the year the company sold 11,750 shares of Technical Animations, Inc. for $73,164; the proceeds have 
been included in income as profit on sale of investments. The remaining 40,500 shares are carried at nominal value, 
pending their registration for trading under the rules of the United States Securities and Exchange Commission. 


COSMOS IMPERIAL MILLS, LIMITED 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


DECEMBER 31,1968 


(3) FIXED ASSETS — 


The major categories of fixed assets are as follows: 


December 31, 1968 
Accumulated Net 

Cost depreciation book value 

PATE eB Sakeh Memento Tg? vice Sk $ 80,251 $ 80,251 
ieascnold mproveméents ... ... . « . 37,881 $ 3,106 34,775 
TP ee, eee ae res 4,018,433 1,384,792 2,633,641 
Machinery and equipment. ...... 6,528,160 2,859,673 3,668,487 
$10,664,725 $4,247,571 $6,417,154 


Buildings are depreciated on the declining balance method at varying rates of 4% to 10%. 


Net 
book value 


December 31, 
1967 


> -30.251 


36,484 
2,712,430 
3,484,210 


$6,313,375 


Machinery and equipment is depreciated on the straight-line basis using a rate of 74% per annum except for 
automotive equipment which is depreciated on the declining balance method using a rate of 30% per annum. 


(4) BANK LOAN — 


_ The bank loan of $550,000 is due June 30, 1969. It has not been classified as a current liability as repayment of 
the loan will be effected in conjunction with the transactions referred to in note 11. 


(5) 7% FIRST MORTGAGE SINKING FUND BONDS OF A SUBSIDIARY COMPANY — 


Authorized: 


Series A — repayable by equal annual instalments on September 30 in each of the years 1969 to 


1976 inclusive 


$ 810,000 


Series B — repayable by equal annual instalments on September 30 in each of the years 1969 to 


1986 inclusive 


Issued: 
Series A 


SCLICSE DS an MINI a tate OE en ny AM oe me GMS ius, tr AL AE aoe) ees 


Se (eho teat were) 0) .6) ie) fw ens Aispemiee mre) ‘ep Jee ey) ene 


1,670,000 
$2,480,000 


$ 710,000 
1,620,000 


2,330,000 
178,889 


o2, lok 111 


/| 


ed 


COSMOS IMPERIAL MILLS, LIMITED 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31,1968 


(6) DEFERRED PROFIT ON SALE OF EQUIPMENT — 


In 1964 the company sold certain equipment and leased it back for a period of eight years at an annual rental of 
$188,516 payable in equal monthly instalments. Upon expiry of the initial term the lease is renewable at the option 
of the company for eight successive terms of one year each at substantially reduced rentals. 


The profit on the sale is being taken into income on a straight-line basis over the initial term of the lease ($135,311 
per annum). The unamortized balance is included in the accompanying balance sheet under the caption “‘Deferred 
profit on sale of equipment’’. 


(7) INCOME TAXES 


The company and its subsidiaries follow the generally accepted accounting practice of deducting in the statement 
of income the amount of income taxes applicable to the income reported for the year. This may differ from the 
amount of income taxes currently payable by reason of timing differences principally relating to differences 
between the amount of capital cost allowance deductible for tax purposes and the amount of depreciation recorded 
in the accounts. The accumulated excess (on a consolidated basis) of the amount of income taxes provided over 
the amounts currently payable is included in the balance sheet as “Deferred income taxes”’. 


A subsidiary company, qualified for tax exemption under section 71A of the Income Tax Act, has recorded de- 
_preciation charges which, together with a loss for tax purposes incurred by the parent company in 1968, will be 
available for deduction from taxable income of future years. The consequent reduction in income taxes, if realized, 
would amount at current rates to $278,000 ($201,000 arising from 1968 operations). This reduction is not re- 
flected in the accounts. 


COSMOS IMPERIAL MILLS, LIMITED 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1968 


(8) CAPITAL STOCK — 


On May 13, 1968 the company obtained supplementary letters patent increasing the authorized capital to 500,000 
common shares without par value. 


(9) STATUTORY INFORMATION — 


Remuneration received in 1968 by directors of Cosmos Imperial Mills, Limited as directors, officers or employees 
of the company and its subsidiaries aggregated $68,458. 


(10) RESTATEMENT OF WORKING CAPITAL — 


During the year taxable income of two prior years was reassessed deducting additional capital cost allowances. 
As a result income taxes provided in those years aggregating $75,700 have been transferred from current to de- 
ferred income taxes. This adjustment has been given retroactive effect in the accompanying financial statements 
by restating the accounts as at January 1, 1967. 


(11) SUBSEQUENT EVENTS — 


The company has agreed to purchase the textile operations (excepting the narrow fabrics division) of The Hamilton 
Cotton Company, Limited as of March 22, 1969. The agreement provides that the company will buy inventories, 
accounts receivable and certain other assets at a cost estimated at $4,500,000, and will lease the land, buildings 
and equipment. The purchase price will be paid by the assumption of the liabilities of the textile business of The 
Hamilton Cotton Company, Limited, bank and other borrowings (which have been arranged), and the issue and 
sale of 100,000 common shares in the capital stock of the company at $10 per share. 


COSMOS IMPERIAL MILLS, LIMITED 


CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS 
YEAR ENDED DECEMBER 31,1968 


(with comparative figures for 1967) 


1967 

Cl | oe eee reek rece Tm ne yn re ey 8g ey. na Ge $6,369,773 

Costs and. expenses .other-than the followine 2.2% 7, 4) a nees eee 5,463,474 

Income from operations before the following deductions. .........4.. 906,299 
Depreciation:<.. \ Pie Sa Se eee ee ee Da ae 483,858 

Bank interest; = Ak ha a ee ee Ce eee 101,925 

Bond interest. 7.255. (oe oh ee ee ee 165,/57 

751,540 

a > Income-(loss) from: operations: <> 2 < <a oh 2 acu eeepc eo ee 154,759 
Income-fremuanvestments.) .- se aroe e e 87,947 

rofit on sale of investments Gicte’2).2) =. ee) ee ee ee 11,927 

Income before income taxes recoverable 5 5 2.9.) 5. 2.) oe = oe 254,633 

Income taxes recoverable (note 7) 

mo CUTENESS ian Stole akon diac, me ee ee ee laa 8,000 

—— > P  detorted pda | me ee ee (137,000) 
(129,000) 

Net income: for year aan v0) ae Saka ud ten v0 ee ee ee eh es Oe ne 383,633 

Retained carnings at. beginning Of year 0405 503% ceneeaee « oes cle ee 3,124,983 

3,508,616 

Dividends paid (60c per share in 1968; 80c per share in 1967) 320,000 


Retained esrningeval eng of veate. . 2a. en ee eee eee ee oe ey ee $3,188,616 


COSMOS IMPERIAL MILLS, LIMITED 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS, 
YEAR ENDED DECEMBER 31,1968 


(with comparative figures for 1967) 


1967 
SOURCE OF FUNDS: 
Operations — 
PCCOCOMOM OF Veal unas lo 52° a ie ainae Ree 3 RAG ee $ 383,633 
Charges or (credits) not affecting working capital: 
eee AON ee ree ders sR Ane See ea Sub. Ling! baw we eR 483,858 
PebeeredUNCOIMEG TARE 4. a) po! bu sea; bug Get ee eS ee a (137,000) 
Amortization of deferred profit on sale ofequipment. ......... (135,311) 
595,180 
Decrease in investment in and advances to other companies 19,107 
Proceeds received on 7% first mortgage sinking fund bonds 1,723,000 
ream Oat GUGM UNE 30, 1OG9" 66. ee hue a's gees ee eee le veh TAL 550,000 
TYE RS CIV) 01 (eR en ee 2,887,287 
APPLICATION OF FUNDS: 
mccmiaiionuar xed acsets:(Net). Ges. go ines eek © 2 b> Ge gee eee aes 1,418,937 
LSE SEEACTI RIES, 4g.) Os SR ME gs MRS a ee eae a = eR oI oc A 320,000 
Payment (refund) of special refundable tax . 3 . ¢-. 5. + 6 ee sp 8 6,000 
memusion tor fepavinient Of PONGS co.) 4 Gos a ds oy oe ewe ge 4 268,889 
Ore picaionuOP funds ne ny as ake OMe 6 HM a ee 2,013,826 
PNCRPASE (REDUCTION) IN WORKING CAPITAL « 4 «2 aoe © # * pe 2 Be ee 873,461 
WORKING CAPITAL AT BEGINNING OF YEAR (note 10)... .......--4. 524,856 


WORKING CARITAN AT BND OF YEAR. 2 « = ois « ay» + ap 3 « a ee ee $1,398,317 
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